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COMPTROLLER GENERAL OF THE UNITED STATES
WASHINGTON, D.C, 20348
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To the President of the Senate and the
Speaker of the House of Representatives

This is our report assessing the performance of the
Office of Management and Budget and the Federal agencies
in implementing section 201 of the Intergovernmental Coopera-
tion Act of 1968. This section requires Federal agencies to
give States information on grant awards made to them and their
political subdivisions. Office of Management and Budget Cir-

cular A-98, now Treasury Circular 1082, implements section 201.

We made our review pursuvant to the Budget and Accounting
Act, 1921 (31 U.S.C. 53), and the Accounting and Auditing Act
of 1950 (31 U.S.C. 67).

We are sending copies of the report to the Director,
Office of Management and Budget, and to the heads of the de-
partments, agencies, and commissions to which the Circular

applies.

Comptroller General
of the United States
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COMPTROLLER GENERAL'S
REPORT TO THE COMGRESS

WHY THE REVIEW WAS MADE

Title II of the Intergovern-
mental Cooperation Act of
1968 established a policy

of improving the administra-
tion of grants-in-aid to
States. BSection 201 pro-
vides that Federal agen-
cies inform States of funds
provided to them and their
political subdivisions as

a means of aiding State
planning and budgeting.

(See p. 1.)

GAO reviewed the administra-
tion of this requirement to
determine whether States
were being furnished with
complete, accurate, and
timely data on Federal fi-
nancial assistance.

FINDINGS AND CONCLUSIONS

The QOffice of Management ;7
and Budget put this provi-
sion of the act into ef-
fect, in July 1969, through
OMB Circular A-95 and

later through OMB Circular
A-98. 1In May 1973, the
Office transferred its

. responsibility to Treasury.%‘sg

In August 1973, Treasury
reissued the Circular, with-
out substantial change,

as Treasury Circular 1082.

TJear Sheet. Upon removal, the report
cover date should be noted hereon.

STATES NEED, BUT ARE NOT GETTING,

FULL INFORMATION ON FEDERAL

FINANCIAL ASSISTANCE RECEIVED

Office of Management and Budget,
pepartment of the Treasury, and
Other Federal Agencies

Program coverage

The act provides that the States
be notified of the purpose and
amounts of grants-in-aid they
and their political subdivisions
have received. However, the
definition of the term "grants-
in-aid" specifically excludes
such forms of Federal financial
assistance as loans and research
and development grants and con-
tracts.

OMB recognized the importance of
notifying the States of all
Federal financial assistance
received and encouraged the
Federal agencies to do so. But,
because of the restrictive dei-
inition in the act, neither
Treasury Circular 1082 (nor the
previous OMB circulars) re-
gquired that data on all finan-
cial assistance be provided to
the States. (See p. 7.)

OMB developed a list of most
of the Federal programs to be
covered by the Circular and
encouraged the agencies to
report all Federal financial
assistance to the States,

Some agencies did this, but
reporting still was not com-
plete. (See p. 9.)

As a result, States lacked
full information on

GGD-75-55



--who in each State received
what Federal assistance,

--why it was provided, and

~--where in a State the assist-

ance was havinag impact.
Thus States had difficulties
in adjusting their plans to
Federal funding decisions.

Data provided to States

Federal agencies furnished
States information on grants-
in-aid on a form (SF 240)
designed to help States ac~
cumulate uniform data.

forms were not
accurate, or

(See p. 18.) As

a result, the States were
compiling erroneous and
incomplete data. Because
of this some States were

not disseminating informa-
tion to their political sub-
divisions and other parties.
(See p. 21.)

Often the
complete,
legible.

Federal agencies do not

use this form in their
internal grant information
systems, nor is it a part of
their standard Federal as-
sistance application pack-
age. As a result, the
processing of forms for re-
porting grant awards was
not integrated with the
processing of grant appli-
cations and received little
attention. (See p. 21.)

The Office of Management
and Budget attempted to
improve the accuracy of
grant award data reported

ii

by Federal agencies but, with
transfer of resvonsibility to
Treasury, further efforts
have been limited. Because
most of the data errors and
omissions were attributable
to human error, the poten-
tial for further improving
the system is limited. (See
p. 22.)

The major Federal grantmaking
agencies have developed in-
ternal grant information sys-
tems containing much of the
data included in the SF 240.

GAQ believes data could be
provided to States directly
from agencies’ internal in-
formation systems rather
than from manually prepared
forms that are often in-
accurate and incomplete.
(See p. 23.)

With the transfer to Treasury
of the responsibility for
providing States with data,
the Office of Management and
Budget may have underestimated

--the need for coordination
among Federal agencies to
provide States with full
grant award information and

—--the relationship between
this function and the re-
quirement for review and
comment on applications for
Federal assistance under
OMB Circular A-95.

Regional Grant
Information System

This system was the most recent

major effort by the Office of
Management and Budget and the
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Federal agencies to institute
a specific, consistent flow
of data from preparation to
award of a provosal for Fed-
eral assistance. The deci-
sion by the Under Secretaries
Group for Regional Operations
to expand the system nation-
wide represented a commitment
of the Federal Government to
assume responsibility for
providing information to
State governments on appli-
cations for assistance and
grant awards.

GAC noted problems with

the grant award segment of
the Regional Grant Informa-
tion System.

--Federal agencies did not
provide complete or accu-
rate data. (See p. 31.)

--Data was submitted to the
system on a special form
and, as in the case of
the SF 240, the system's
form was not an essen-
tial part of the agen-
cies'! standard package
used for grant applica-
tions.

Further, because the Regional
Grant Information System was
independent of the Federal
agencies' internal informa-
tion systems, GAUC believed
Federal agencies would con-
tinue to develop and use
their internal systems and
would devote only limited
effort to developing and
operating the Regional

Grant Information System.

GAO believed that the rela-
tion between this system

Tear Sheet iii

and the Federal agencies'
internal information systems
required further study before
major resources were COm-
mitted to it.

RECOMMENDATIONS

Legislation is necessary

to reguire that Federal
agencies report to each
State on all Federal finan-
cial assistance to the State
and its political subdivi-
sions. In the interim, the
Office of Management and
Budget should direct Fed-
eral agencies to do so.

The Office should alsc eval-
uvate other methods of giving
States grant award informa-
tion. A system should be
developed that would not
greatly increase the work-
load of the Federal agencies
and that would minimize the
potential for human errors.
The Office should consider,
as an alternative, using
agencies' internal informa-
tion systems.

The Office also should (1)
evaluate the use of agencies'
internal systems as a means

of implementing the concepts
of the Regional Grant Informa-
tion System and (2) consider
reassuming responsibility

for administering the grant
notification regquirements of
the Intergovernmental Coopera-
tion Act of 1968.

AGENCY ACTIONS AND
UNRESOLVED ISSUES

The Office of Management and
Budget generally agreed with



GAO's findings and conclusions
and concurred in its recom-
mendations. (See app. I.)
Its comments included the
views of Federal departments
and agencies, Federal Re-
gional Councils, State Cen-
tral Information Reception
Agencies, State and area-
wide clearinghouses, and
major public interest
groups.

The Office recognized the
need for exercising overall
leadership and coordination
of Treasury Circular 1082
but said implementation of
the Circular also requires
agency leadership and sup-
port.

The Office agreed with the
need to expand program
coverage but believed that
matters such as privacy of
information, needs of the
States for certain detailed
versus aggregate informa-
tion, and the impact of the
possible increased work-
load on Federal agencies
should be assessed before
universally expanding cover-
age.

The Office will study pro-
gram expansion in connec-
tion with its review of the
means of providing grant
award information to State
governments. State govern-
ments and the Federal Re-
gional Councils support ex-
panding program coverage.

According to the Office,
GAO's recommendations for
legislative amendments or
for interim administration

iv

instruction from the Office
are premature pefore the com-
pletion of the study.

However, GAO believes that the
Congress might wish to con-
sider the problems with the
present restrictiveness of
the language and may wish
to give more firm direction
on what information should
be reported to the States.
Furthermore, the implemen-
tation of the results of
the Office of Management
and Budget's study may in-
volve a lengthy period.
Therefore GAO believes in-
creased reporting should

be encouraged in the in-
terim, taking into account
the current ability of Fed-
eral agencies to do so.

The Office of Management

and Budget agreed to review
improved means to provide Fed-
eral aid data to State and
local governments. The

study, started in December
1974, is expected to be com-
pleted in early 1975. The
Office emphasized that the
fundamental issue is inte-
grating the award notifica-
tion mechanism into agency
procedures coupled with ef-
fective compliance monitoring.

The Office stated that it

will seriously consider the
responsibility for adminis-
tering section 201 of the act.

Because of funding problems
and GAO's observations, the
Office and the Under Secre-
taries Group for Regional
Operations



—-terminated the Regional Grant

Information pilot tests and

--agreed to study agency com-
pliance problems with grant
award reporting and the
opportunities for more ex-
tensive use of Federal
agencies' information sys-
tems to provide such data
to the States. (See app.
II.)

MATTERS FOR CONSIDERATION
BY THE CONGRESS

One obiective of the Inter-

fog SO SR D '3 vy

governmental Cooperation Act
of 1968 was to inform States
of Federal funds sent to them
and their political subdivi-
sions as a means of aiding
State planning and budgeting.
That this objective may be

Tear Sheet

met, the Congress should
amend the act to require
that Federal agencies report
to each State all Federal
financial assistance to the
State and its political sub-
divisions.

To accomplish this, the term
"grants-in-aid" in title II,
section 201, of the act should

be changed in each place it

is used to the term "Federal
financial assistance." Title I,
section 107, describes the

term "Federal financial as-
sistance" as "those programs

that provide assistance through
grant or contractual arrangements,
and includes technical assistance
programs or programs provid-

ing assistance in the form of
loans, loan guarantees, or
insurance."



CHAPTER 1

INTRODUCTION

Federal financial assistance to State ana local govern-
ments and other non-Federal domestic organizations has in-~
creased dramatically, from $3 pbillion in fiscal year 1955
to an estimated $52 billion in fiscal year 1975. This growth
resulted from a considerable increase in the number and scope
of Federal assistance programs. Currently, Federal domestic
assistance comes through 975 programs administered by 52 Federal
agencies. Approximately 550 of these programs involve finan-
cial assictance. This growth emphasizes the importance of es-
tablis~ing intergovernmental mechanisms to facilitate communi-
cation and cooperation in delivering Federal assistance.

INIERGOVERNHMENTAL COUPERATION ACT OF 15638

Title II of the Intergovernmental Cooperation Act of 1968
{42 U.S.C. 4201) established a national policy of improving the
administration of grants-in-aid to States. One objective of the
act was to inform States c¢f Federal funds provided to them and
their political subdivisions as a means of aiding State planning
and budgeting.

Section 201 of the act provides that:

“Any department or agency of the United States Govern-
ment which administers a program of grants—-in-aid to
any of the State governments of the United States or
to their political subdivisiens shall, upon reguest
notify in writing the Governor, the State legislature,
or other official designated by either, of the purpose
and amcunts of actual grants-in-—-aid to the 3tate or to
its political subdivisions.:

The act included a lengthy definition of the term
"grants-~in-aid. Basically, the term includes “* * % money, O
property provided in lieu of money, paid or furnished by the
United States under a fixed annual or aggregate authorization
* % %" to a State, its political subdivisions, or community ac-
tion agencies or through the State or its political subdivi-
sions to other parties. The act specifically excluded from the
cdefinition (1) shared revenues, (2) payments of or in lieu of
taxes, (3) loans, (4) surplus property or agricultural com-
mocdities, (5) research and development grants and contracts,
and (6) payments for costs incurred by States or their politi-
cal subdivisions when paying benefits or furnishing services
to other parties under certain Federal programs.

BEST DOCUMENT AVAILABLE

1



The President delegated responsibility for administering
section 201 to the Office of Management and Budget (OMB) by
memorandum, requesting OMB to coordinate the actions of the
various Federal agencies.

In July 1969, pursuant to this directive, OMB issued Cir-
cular A-95. Part III of the Circular implemented section 201
by requiring any Federal agency administering a grant-in-aid
program to notify the State of a grant award within 7 days.
The notification was to contain information such as the iden-
tity of the grantee, purpose and amount of the grant, Federal
program involved, and date of award.

OMB requested each Governor, in consultation with the
State legislature, to designate a State agency to receive
Federal grant award information. The Circular provided that
the State reception agency be responsible for:

--Distributing grant award information to the Governor,
the State legislature, and other designated State
agencies.

--Insuring that grant award information was made avail-
able to regicnal and metropolitan agencies and to
local governments.

All States designated State central information reception
agencies.

In June 1970, part III of OMB Circular A-95 was rescinded
and replaced by OMB Circular A-98, which prescribed a stand-
ard process and form for reporting uniform grant award data to
the States promptly. A copy of the notification was also to be
sent to OMB.

Federal assistance programs that would be subject to sec-
tion 201 were not listed in any versions of the Circulars.
Instead, OMB referred Federal agencies to the definition of
grant-in-aid in the act and advised the agencies to apply the
procedures of Circular A-98 to any programs meeting the defini-
tion. However, OMB considered that definition restrictive and
encouraged agencies to be as responsive as possible to States'
needs for information by reporting other grant awards as well.

To develop a list of programs covered by Circular A-98,
OMB requested each Federal agency to prepare and submit a list
of programs for which they were or would be reporting grant-in-
aid actions. A list compiled from these reports was published
as appendix III of the Catalog of Federal Domestic Assistance
and currently includes 233 Federal assistance programs. OMB



cautioned that the list was net all inclusive and did not
relieve the Federal agencies from their responsibilities for
providing grant award notifications for other programs which
may meet the definition in the act.

Effective May 1273, the responsibility for implementing
section 201 was transferred from OMB to the Treasury Depart-
ment, which in August 1973 reissued the Circular, without
substantial change, as Treasury Circular 1082.

We reviewed the legislative history leading up to the
Intergovernmental Cooperation Act of 1968 and the implemen-
tation of section 201, first py CMB through a succession of
OMB circulars and later by the Treasury Department through
Treasury Circular 1082.

we did our fieldwork at OMB and in the Washington, D.C.,
headgquarters of the Treasury Department and the 11 Federal
agencies that administer most Federal assistance programs
subject to Treasury Circular 1082. We also aid work at the
regional office of these agencies in regions I (Boston), V
(Chicago), VI (Dallas), and IX (San Francisco). We also
interviewed officials of State reception agencies and local
governments and obtained documents covering their activities.



CHAPTER 2

NE#ED FOR INCREASED PROGRAM COVERAGE

UNDER TREASURY CIRCULAR 1082

States have not received enough information to assess the
impact of all Federal financial assistance on their activities
oecause of the limiting definition of grant-in-aid in the
Intergovernmental Cooperation Act of 1968. OMB and the Federal
agencies cannot agree which of the 550 Federal programs involving
financial assistance to States, local governments, and other
organizations are subject to Treasury Circular 1082. As a re-
sult, States lacked complete information on:

-—-Who in the State received federal assistance.
--why it was veing provided.
--Where in the 3tate the assistance was having impact.

without complete information, several States had difficul-
ties in adjusting their plans to Federal funding decisions.
furtner, some 3States were not disseminating Federal assistance
information to their political subdivisions and other parties
pecause they knew it was lncomplete.

Althougn OMB recognized the penefits of reporting all award
gata to the States and encouraged the Federal agencies to do so,
tne restrictive definition has prevented the establishment of a
requiremant in Treasury Circular 1082 and in the previous OMB
cicrculars that such data be provided.

FULL GRANT INFORMATION NEEDED

There is a strong State-level demand for information on
ffederal assistance awards. The demand is not so great at the
local level, except in large cities.

states

On a hationwide level, the 3tates have issued a formal
policy statement on the need for complete grant award data.
In 1972 the National Association of State Budget Officers, an
affiliate of the Council of 3State Governments, stated that:

"Any and all required steps should be taken oy the
Office of the President and the Congress of the
United States to provide each of the State Governors
with full information on all federal grant applica-
tions and all federal grant approvals for their



respective states * * *, Tnere is an obvious trend
toward closer coordination of federal, state, and
local tfiscal systems. If this coordination is to pe
effective at the state level, it is imperative that
every vovernor have access to tull information re-
garding all federal grants * % * °

Tnis statement was issued about 2 years after Circular A-98
went into effect.

The director of tne California reception agency said the
Governor valued Circular A-4Y3 data as a source of information
for nis caontinet officers and State agencies. de said this ex-
pressic >f need for data on Federal financial assistance dic-
tates tnat the reception agency press for more complete grant
award data.

Tne director ©of the California reception agency said even
the incomplete data provided by the Federal agencies was in
demand and could be used for making limited analyses.

for example, the California State reception agency used
award notification data to prepare:

--A list of grants in a California county by type of
applicant; i.e., city, county, special district, and
scnool district.

--A report for a State agency showing approved grants on
wnich the State had commented pursuant to OilB Circular
A-95.

--A report to the State agency administering education
programs on grants received by school districts.

--A report showing selected Federal grants with potential
manpower impact.

--A report of approved grants by State legislative dis-
tricts.

--A report for the Governor's Select Committee on Law
Enforcement Problems.

flowever, the State apprised recipients of the data that it
might pe incomplete or inaccurate.



Other States have expressed to OMB their need for Federal
grant award information. For example, the Governor of Michigan,
in a May 1974 letter to OMB commenting on the proposed grant in-
formation system discussed in chapter 4, stated:

"I nhave expressed on previous occasions that timely and
comprehensive information on federal aid is essential

to state and local governments in determining fiscal pro-
grammatic impacts of federal aid, budget planning and
formulation, and intergovernmental cooperation including
coordination among and between state and local program
aelivery. without specific information on the current
and expected use of federal financial assistance, state
and local governments experience diificulty, and in many
cases find it impossible, to design, manage and evaluate
tneir programs in concert with federal grant programs."

Local governments

Wwe contacted officials in 11 cities in the San Francisco
metropolitan area to ascertain their nesed for grant award data.
vificials in seven cities said they needed such data; four said
they did not. An official of one city said it used the data to
analyze city and regional expenditure patterns. Officials of
two of the cities not using Federal data saia they received so
little Federal assistance that they accumulated award data them-
selves; an official of a third city said it lacked the resources
and capaoilities to use data on Federal financial assistance.

pecause of the limited numper of Federal assistance pro-
grams for which award data is furnished, some local governments
have sought other means for obtaining data on Federal assistance
in their areas. For example, the city of San Jose obtained
from the Department of Housing and Uroan Development (HUD) a
grant to refine and adapt HUD's Chief Executive Rreview and
Comment demonstration project. As part of this grant, city
officials inventoried all federally funded projects affecting
the city.

A San Jose official said this undertaking was to obtain
grant award data unavailable under Circular A-98. He identified
the following problems with A-98 data:

--Program coverage was not complete.

—--Federal agencies were not reporting all grants made under
covered programs.

--Data was not current.



Tne official advised us the data-gathering project was very
successful. One city official estimated the cost of obtaining
the grant data to be approximately $30,000.

An official of the areawide planning organization for the
3an Francisco area stated that general revenue sharing and
plock grant programs were designed to transfer much of the re-
sponsibility for spending Federal funds from the federal to the
local level. fHowever, local jurisdictions cannot make proper
cnoices witnout comprehensive knowledge of the flow of Federal
funds into their areas. Such information must be available if
jurisdictions are to assess the impact of Ffederal expenditures,
coordinate their resources with those of other public and pri-
vate agencies, deliver services within the community, and de-
velop long-range policy objectives relating government resources
to community needs.

federal Regional Councils

federal Regional Councils have also expressed need for
federal grant award data. OB, in a May 1974 report on the
evaluation of a proposed grant information system discussed in
chapter 4, said the Councils neeaed information for:

"k x * pconomic impact activities, A-95/TC-10382
compliance monitoring, management capacity building,
response to the information needs of State ana local
governments, areawide planning, response to grant
status inguiries, etc.”

Tne staff director of the San Francisco Council said:
--A properly functioning grant award information system
would pe very useful for planning, coordination, and

oversight activities.

--An important consideration for management acceptance of
such a system is good program coverage.,

FACTIURS LIMITING TAE PXOVISION
OF FULL INFORMATION

As noted in chapter 1, section 201 of the act provides for
notification of the purpose and amounts of grants-in-aid to
States and their political subdivisions. The definition of the
term "grants-in-aid” contained in the act, however, has limited
the number of Federal assistance programs for which such infor-
mation has peen furnished.



Restrictive definition
of grant-in-aid

As aliscussed in chapter 1, the term "grants-in-aid” as
defined in the Intergovernmental Cooperation Act of 1963 spe-
cifically excluded certain rederal financial assistance pro-
Jrams.

An Onp officilal said there have always been two problems
in determining whnat programs are subject to section 201:

--what constitutes a grant—-in-aid program?
--What programs are to be covered?

ine official said OMB nas peen hesitant to publish a list of
N0 A fFAamianld mrAnyamoc hhn~atlioms +Fhn 1Tiod+ maw madbk A =11 Tnn~liicdora
AT 20T ALiITU LCU MLVYYLalles MTlLduoo Liic Lot Hay HUL T ali LCiUODLVT
and the Federal agencies might report only those programs on
tne list. Another OMB official said the time OMB was allowed
to issue a circular implementing the act did not permit the de-

velopment of a list of covered programs.

Therefore, OMB's circulars implementing section 201 and the
current Treasury Circular 1032 do not list covered programs.
Instead, OUMB let the individual agencies decide which of their
programs were subject to the act, but at the same time urged
them to De as responsive as possible to State needs for grant
information and not to be pound by the definition of grant-in-
aid.

tlowever, the practice of encouraging, but not requiring,
reporting to the States on all Federal financial assistance
programs resulted in incomplete reporting and caused confusion
among tne rederal agencies. Two OMB studies conducted during
1970 and 1971 showed that Federal agencies were not sure what
grant awards to report to the States. Further, agencies were
not reporting even those awards they had previously decided to
report.

A July 1971 report by the Council of State Governments on
the implementation of the Intergovernmental Cooperation Act also
reported that:

--Federal agencies were confused about Circular A-98 pro-
gram coverage.



—--3ome rfederal agency officials thought Circular A-98 per-
tained only to Federal programs covered under OMB Circu-
lar A-95.1/

List of covered programs

To develop a list of programs covered by Circular A-93,
O3 requested each Federal agency to prepare and submit to 0OM3
a list of programs for which the Federal agencies were or would
pe reporting grant-in-aid actions.

A list of 219 Federal programs was published as appendix
IIT to the may 1972 edition of the Catalog of Federal Domestic
Assistance tcr the convenience of the Federal agencies and the
State reception agencies. Appendix III of the 1974 edition
contains 233 programs administered by 22 Federal agencies, com-
missions, and councils. However, neither list was incorporated
into eicher OMB8 Circular A-98 or Treasury Circular 1082.

In developing this list, OMB and some federal agencies
alid not limit themselves to the definition of grant-in-aid in
tne act. osSome Federal programs providing researcn grants and
loans were listed. OriB made it clear that the list was not
comprehensive.

Tne publishing of a list of Federel programs subject to
Circular A-93 has had both positive and negative effects. The
list enabled OmB and thne States to identify cases when Federal
agencies did not comply witn tne Circular. In response to an
OmB survey 1in August 1972, 33 3tate reception agencies provided
information on taneir experience witn the grant and notification
system. About one-tnird reported that not all rederal agencies
were reporting awards as they should according to the Circular.
One reception agency said awards under 161 programs had gone
unreported. Other agencies cited as many as 80 unreported
programs, and one went so far as to say that the number of un-
reported programs was too great to list.

The puolishing of a list of covered programs restricted the
reporting of award information to States. For example, the list
excluded programs under which nongovernmental organizations were
the primary recipients but under which grants might also pe
awarded to State or local governments. OMB stated that in such
cases, notification was required, put left the identification of
these programs to the individual Federal agencies. However, one
Federal agency's internal instructions reguired notification

1/ This Circular provides 5tates, local Jovernments, and other
parties with the opportunity to review and comment on fed-
erally assisted projects.



only of those programs in the list. Other Federal agencies did
not list the programs subject to revorting requirements in their
instructions.

The puplishing of a list of programs to be reported also
caused concern to several States. For example, the Director
of the Uffice of Planning and Programing in Nebraska noted:

" % * T am puzzled by the 'List of Programs Regquiring
A-98 Notification' section. Does this list mean that
the full scope of A-98 has been cut back? My interpre-
tation of A-9Y8 would be that a consideraply larger
range of categorical grant-in-aid actions would reguire
a form 240 [notice] to be sent to the State central in-
formation reception agency. Certainly, the definition
on page 2 of OMB Circular A-98 covers the entire gamut
of Federal assistance.”

FEDERAL AGEJCIES' APPROACHES
T0 PROGRAr COVERAGE

Because of the uncertainty over which programs are subject
to the reporting requirements of section 201, Federal agencies
have taken different approaches to meeting their reporting re-
sponsibilities. For example, the Law Enforcement Assistance
Administration (LEAA) requires that all grants to State or
local governments be reported and reguests that grants to pri-
vate or nonprofit organizations be reported as well. The number
of LEAA programs in LEAA's instructions is twice that of the
LEAA programs 1in appendix III of the Catalog.

Department of Labor (DOL) instructions require the report-
ing of all grants made to State and local governments and com-
munity action agencies. The instructions also idantify those
DOL programs not listed in appenaix III of the Catalog that re-
quire grant notification when the grantee is a State or local
government or a community action agency. When the grantee is
a private organization, however, no notification is required.

In contrast, the Department of the Interior list, with one
addition, includes only those programs in the Catalog.

CUNCLUSIONS

OMB, and later Treasury, in implementing section 201 of
the Intergovernmental Cooperation Act, have had to deal with a
restrictive definition of grant-in-aid, the desire of States
for total information on Federal assistance, and concerns of
rederal agencies with the additional reporting requirements
imposed by the act. In an attempt to satisfy all parties con-
cerned, OMB and the Federal agencies developed a list of most
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of thne Federal programs to De covered by the Circular. However,
OMB encouraged the agencies to report all Federal financial as-
sistance to the States. Some agencies complied with OMB's sug-
gestion but reporting was still not complete.

Since the passage of the act, States and Federal Regional
Councils have continued to request total Federal financial as-
sistance information so they can determine the impact of Federal
assistance on their other activities. Furthermore, some States
have been reluctant to disseminate the incomplete Federal infor-
mation to other organizations within the States. Increasing the
coverage of Treasury Circular 1082 to encompass all Federal
assistance programs would:

--Eliminate confusion on the part of Federal agencies as to
what programs are covered by the Circular.

~-Improve the operations of the award notification system
established under the Circular.

--Provide States ana their political subdivisions with
complete data to facilitate their analysis of how Federal
assistance affects their areas of responsipbility.

RECOMMENDATIONS

we recommend that the Congress amend the Intergovernmental
Cooperation Act of 1968 to require that Federal agencies report
to each State on all Federal financial assistance provided to
the State and its political subdivisions.

To accomplish this, we suggest that the term "grants-in-aid"
in title II, section 201, of the act be changed in each place it
1s used to the term "Federal financial assistance." Title I,
section 107, descripes tne term "Federal financial assistance"”
as "those programs that provide assistance through grant or con-
tractural arrangements, and includes technical assistance pro-
grams or programs providing assistance in the form of loans,
loan guarantees, or insurance.’

we recommend that, in the interim, OMB direct the Federal
agencies to report to eacn State on all Federal financial as-
sistance provided to the State and its political sundivisions.

AGENCY COMMENTS

8y letter dated December 31, 1974 (see app. I), OMB agreed
with the need to expand program coverage but believed that
matters such as privacy of information, needs of the States for
certain detailed versus aggregate information, and the impact
of the possiple increased workload on Federal agencies should
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pe assessad pefore universally expanding coverage. OM8 will
study program expansion in connection with its review of the
means of providing grant award information to 3tate governments.
state governments and tne Federal Regional Councils support ex-
panaing program coverage.

JrB pelieved our recommendations for legislative amendments
or for interim administration instruction from OMB to be pre-
mature ovefore the completion of the study. However, Wwe believe
tnat Congress might wish to consider the problems with the
present restrictiveness of the language and may wish to give
more firm direction on what information should pe reported to
the States. +turtnermore, we believe that, because implementing
tane results of OMB's study may involve a lengthy period, in-
Creased reporting should be encouraged in the interim, taking
into account the current apility of Federal agencies to do so.

12



CHAPTER 3

’ ——— e ——

PROBLEMS IN PROVIDING GRANT INFORMATION TO STATES

Chapter 2 discussed the need for providing States with
more grant award data by expanding program coverage. This
chapter deals with the qguality of data provided for programs
which were covered.

Federal agencies have not consistently furnished States
with complete, accurate, and timely information on the grants-
in-aid which the States or their political subdivisions have
receiv>d. Although some States have used this inadequate
data to analyze the impact of Federal assistance and to com-
vile reports, others have been reluctant to prepare or dis-
tribute reports on grants because the incomplete data would
cause users to lose confidence in the States’ information sys-
tems.

Grant award data was furnished the States on a form
which is not a part of the agencies' standard package of
material for processing applications for Federal grants. As
a result, the processing of forms for reporting grant awards
was not integrated with the processing of grant applications
and received little attention.

OMB tried to improve the completeness and accuracy of
the data reported. However, since the transfer of responsi-
bility for administering section 201 to the Department of the
Treasury, OMB has concentrated on developing a Regional Grant
Information System (REGIS). Treasury has made no further
effort to improve the performance of Federal agencies in
informing States of grant awards.

ACCOMPLISHMENTS

Under section 201 of the Intergovernmental Coopera-
tion Act of 1968, many States have been aided in developing
financial assistance information systems and in coordlnatlng
their activities with programs funded by Federal agencies.
Some State reception agencies have computerized the data
provided by the Federal agencies; analyzed the impact of
Federal assistance; and provided data to State agencies,
State legislatures, local governments, and others.

GRANT-REPORTING REQUIREMENTS

To carry out section 201, OMB issued Circular A-98
directing the Federal agencies to notify the appropriate
State reception agency of each grant awarded and of any
subsequent modifications. To achieve uniformity in report-
ing by Federal agencies and to facilitate accumulation of
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data by receotion agencies, OMB, in consultation with the
Federal agencies and other organizations, developed a
Standard Form 240 (SF 24(0), Notification of Grant-in-Aid
Action. For each grant action, an SF 240 was to be com-
pleted and forwarded by the Federal agency to the State
reception agency within 7 working days, with a copy to
OMB.

The act requires that States be notified of the pur-
pose and amounts of grants-in-aid. As an aid to analysis,
the SF 240 goes beyond these requirements and includes
15 elements, such as name and location of grantee, identi-
fication of the grant program, award date, duration of the
grant, and State and local funds contributed. However,
the amount and nature of this data makes the form complex
and necessitates more than minimal time and effort by Fed-
eral agencies to complete.

With the transfer of responsibility for implementing
section 201 from OMB to the Treasury Department, the procedures
of OMB Circular A-98, including the use of SF 240, were
incorporated in Treasury Circular 1082.

As discussed below, Federal agencies have not complied
consistently with OMB Circular A-98 or Treasury Circular
1082 nor have they consistently prepared accurate and com-
plete SF 240s.

NONCOMPLIANCE WITH GRANT-
REPORTING REQUIREMENTS

Federal agencies were not reporting all grant-in-aid
awards to State reception agencies. Although OMB published a
list of programs to be covered by OMB Circular A-98, the re-
porting practices of Federal agencies did not substantially
improve. Most parties to the reporting process agree that
compliance by the Federal agencies is not complete, but the
extent of such noncompliance has not been determined because
no one knows the exact number of projects for which grant
awards should be reported.

OMB efforts to improve compliance

OMB made several attempts to determine the extent of
noncompliance by Federal agericies with Circular A-98. In
addition to surveying States, Federal agencies, and Federal
Regional Councils, OMB also developed a central file of
grant award data using SF 240s submitted by Federal agen-
cies.
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In developing its file, OMB encountered the same
problem experienced by State reception agencies. Because
of uncertainty as to the programs covered by Circular A-98
and the number of awards made within each program, OMB
could not determine how many SF 240s it should have received
and, therefore, how many forms were missing. OMB informegd
the Federal agencies that financial records showed they
had awarded more grant funds than they had reported on the
SF 240s. The discrepancy was estimated to run between
20 and 40 percent of total grant funds awarded.

In March 1972 OMB solicited suggestions from States,
Federal agencies, and Federal Regional Councils for improv-
ing Circular A-98 and the SF 240 process. 1In reply, 25
States, 15 Federal agencies, and 5 Councils reported their
problems and potential solutions. Some of these follow.

—-States doubted all grants were being reported.
Thirteen States reported that they did not receive
all SF 240s for A-98 programs.

--Federal agencies were concerned about improving the
SF 240 or consolidating the form with their own
forms for notifying grantees or congressional
delegations. Three agencies suggested eliminating
the SF 240 and substituting their own forms.

Three Federal Regional Councils agreed with this
suggestion.

OMB said Federal agency compliance with grant-in-aid
reporting was improving. All Federal agencies that should
have been reporting grant awards were reporting, but not
consistently. For example, OMB found that SF 240s were being
received for only 183 of the 219 programs on its list.

OMB informed the Federal agencies of the problems
identified in its March 1972 study and advised them that,
to improve reporting, OMB would refer complaints from
State reception agencies to the responsible Federal agencies
for corrective action; OMB would follow up on the actions
taken by the agencies. OMB also advised the State reception
agencies, Federal agencies, and Federal Regional Councils
that the problems identified during its study would be
included in its REGIS study. (See ch. 4.) OMB further
stated that, pending completion of its study, Circular A-98
and the grant award reporting process would not be revised.

In August 1972 OMB surveyed State reception agencies
to assess the grant award reporting system. Only 19 of the
33 responding agencies reported that all Federal agencies
were submitting SF 240s. Eight State reception agencies
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reported that SF 240s were not being provided for a number
of programs ranging from 5 to 161.

Efforts of the California reception agency
to improve compliance

In July 1971 the California Office of Intergovern-
mental Management (OIM), the State reception agency, began
to accumulate and computerize grant award data obtained
pursuant to OMB Circular A-98. As the project continued,
O0IM found serious gaps in its data file. OIM asked OMB
to request Federal agencies to comply with Circular A-98
and identified and corresponded directly with the Federal
agencies that were not complying.

In August 1972 OIM began to document instances when
SF 240s had not been received and presented its findings
to the Pederal agencies concerned. By comparing SF 240s
with the records of the agencies, OIM found that during
fiscal year 1972 it had received SF 240s for only 1,052 of
the 1,590 grants awarded. The average compliance rate was
69 percent, but it varied considerably among agencies, as
the following chart shows.
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COMPLIANCE WITH CIRCULAR A—98 BY FEDERAL AGENCIES
FOR THE STATE OF CALIFORNIA

PERCENTILES

Agricufture 83%

Commerce 35%

EPA 96%

HUD 91%

Interior 93%

Justice 70%

Labor 43%

Arts 29%

OEO : 1%

ooT 79%

l L ] \ | ) | | | 1 ]
(1} 20 40 60 80 100

Note: Data was not available for the Department of Defense. The State reception agency was unable to
obtain data from the Department of Health, Education, and Welfare.

SOURCE: California Office of Intergovernmental Management
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OIM concluded that this incomplete reporting inhibited
its efforts to establish an A-98 grant-reporting system
that would vrovide total, accurate, and timely information.
OIM stressed to the Federal agencies that the completeness
and accuracy of the A-98 information depended on their ef-
forts and how they react to the spirit and letter of Cir-
cular A-98., OIM stated that, "If there were any doubts in
the past about the interest of the States, and California
in particular, in the A-98 information, they can be laid to
rest.”

OIM reported that, because of greater coordination with
Federal agencies and because of a better understanding of
mutual problems, its efforts to document problems and ap-
prise the Federal agencies of their findings had resulted
in a marked improvement in the submission of grant-in-aid
information.

Qur limited survey of 5 Federal agencies showed that
SF 240s had been submitted to OIM for 74 of 78 grant awards.
No SF 240s had been prepared for the remaining four grants
totaling $3.7 million. This survey indicated greater com-
pliance by Federal agencies, but improvement is still needed
to acquire fully reliable data.

PROBLEMS WITH SF 240s
PREPARED BY FEDERAL AGENCIES

SF 240s prepared by Federal agencies were of diminished
value because they were not always complete, accurate, or
legible.

Incomplete forms

The SF 240 was issued in June 1970. OMB reviewed the
SF 240s prepared by Federal agencies in October and December
1970 and found that data was omitted on many forms, as
follows:

Percentage of total

SF 240s SF 240s with SF 240s with

Period reviewed omissions omissions
October 1970 8,897 2,959 33.3
December 1970 13,331 4,618 34.6

The performance of individual Federal agencies varied; omis-
sion rates ranged from 15 percent to 61 percent.
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An OMB analysis in August 1971 of its computerized files
of SF 240s (43,053 records) showed that 25 percent of the
records contained an error or omission. OMB considered this
rate conservative because it had manually corrected many errors
and omissions before the data was entered into its system.

In its March 1972 study, OMB learned that State reception
agencies were also concerned about the accuracy of SF 240s.
Some stated that they were hesitant to issue reports based on
this data because resulting inaccuracies could discredit their
information systems.

OMB advised the Federal agencies and the Federal Regional
Councils of the results of its study and then instituted pro-
cedures to improve the accuracy of grant reporting. OMB
started reviewing each SF 240, notifying the State reception
agency of any errors or omissions. The SF 240 form was then
returned to the responsible Federal agency to be corrected and
resubmitted.

OMB's survey of State reception agencies in August
1972 showed continuing problems with the SF 240s. The
States received an average of 20 forms a week and spent
an average of 6 man-hours a week reviewing the forms to
detect and correct errors. Further, half of the States
reported they sometimes called the Federal agencies to
determine missing information or verify guestionable data.

We reviewed the completeness of all the SF 240s re-
ceived by the California State reception agency in 1972
and 1973. The number of forms received totaled 4,074 and
3,813, respectively. Because Federal grants-in-aid are
occasionally amended after they are awarded and each
amendment reguires an SF 240, the number of forms exceeds
the number of grants awarded in a given year.

For the nine data elements of the SF 240 which could

be analyzed, data was not provided in all cases, as shown
below.
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PERCENTAGE OF SF 2408 WHICH
DATA ELEMENT CONTAINED DATA ELEMENT

1] 60%

Federal agency grant number = 171%

Grantee name — address

Grantee type

Application receipt date

Grant award date

Effective starting date

Ending date 1 95%
SeasnllliililiiinonroLLliilliIIinnIIInIIiInIInIILIIIIInnInIIInLIALIIIBLIIILIa LI IasLIaLNNas L] 100%
Amount of grant award 100%
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The significance of data omitted depends on the
purposes for which it is to be used. The amount of
the Federal grant is most important to anv type of
analysis and was included on all SF 240s. The name and
address of the grantee was usually included, facilitating
geographic analysis of Federal assistance. However, the
application receipt date, grant award date, and beginning
and ending period of the grant were too often omitted,
hampering analysis based on the time frame of Federal
assistance. The Federal agency grant number, which facili-
tates communication between users of the information and
the Federal agency, was also too often omitted.

The California State reception agency has prepared
some reports using data obtained from SF 240s but has
cautioned recipients of the limitation of the data on
which they were based.

In other instances, States were reluctant to pre-
pare or distribute reports based on data obtained from
SF 240s because incomplete data could cause users to lose
confidence in their information systems. Officials of
Indiana and Michigan said reports based on SF 240s are not
distributed below State level because of errors and omis-
sions. The Director of Federal Aid for the State of Indiana
told us that the State reception agency:

"% % * would be far more interested in
determining how many SF 240s are never re-
ceived than in the timing of those that

are received. This is the main reason

SF 240s are merely stored. The cost of
maintaining and making readily available
comprehensive grant information is prohibi-
tive. Unless we are assured of receiving
complete and accurate information, Federal
agencies complying only somewhat with feed-
back reguirements renders SF 240s useless."

WHY SF 240s WERE INCOMPLETE AND INACCURATE

The SF 240 is not used by Federal agencies in their
internal grant information systems. The preparation of the
form was included as an additional step in a long and com-
plicated system for reviewing and deciding on the merits
of Federal assistance applications. Therefore, processing
of SF 240s was not integrated with the processing of grant
applications and received little attention. Because the
SF 240s have little value to the Federal agencies, they
have low priority. Further, an OMB official said another
reason for omissions and errors in the SF 240s was high
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personnel turnover. In spite of the time and funds
devoted to training of personnel, errors and omissions in
SF 240s have continued.

Officials of State reception agencies have complained
about the inaccuracy of SF 240s. For example, an official
of the Federal-State Relations Unit of the State of Wisconsin
wrote to OMB in May 1972, stating in part:

"Agencies are not complying wih circular A-98,
they simply fail to report or to consistently

report grants.

"Of those agencies submitting form 240, some
appear to give the activity a low priority.
Typing errors, data errors, extremely criptic
data and handwritten data insertions attest to
a generally careless regard for the importance
of the 240."

The Wisconsin official concluded:

"The time and effort invested by states and
the OMB in attempting to meonitor grants via
the 240 reporting system is largely an exer-
cise in futility unless reforms can be made
in the system. It is strongly recommended
that OMB, working through the Federal Re-
gional Councils, direct the improvement of
the system and the inclusions of all grants
under reporting requirements. In addition,
it's recommended that a two-part major reform
be considered:

"A. Federal agencies be directed to re-
port all grants or financial alloca-
tions made, reporting singularly to
the OMB.

"B. The OMB, utilizing a nationally agreed
upon format, provide data tapes quar-
terly to each CIRA [State reception
agency]. An annual total, summary
tape also be issued within 60 days
after the end of the fiscal vyear."

The efforts by OMB and the California State reception
agency have improved the compliance of Federal agencies with
Circular A-98. However, because many of the problems are
due to human error, the opportunity for further improving
the current system is limited.
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Transfer of responsibilities to Treasury

Since May 1973 responsibility for implementing section 201
has rested with the Department of the Treasury. Treasury
continues to receive copies of SF 240s but does not monitor
Federal agency compliance because of limited manpower--one
staff member on a part-time basis. Further, there were no
plans for additional monitoring pending development of
REGIS.

ALTERNATIVE METHOD OF PROVIDING
GRANT AWARD INFORMATION TO STATES

The major Federal grantmaking agencies have developed
grant information systems containing much of the data in-
cluded on the SF 240. 1In our opinion, the data in these
systems could be used to meet the grant award notification
requirements of section 201 and of any additional grant
reporting as recommended in chapter 2.

Federal agencies' internal
information systems

To account for the expenditure of Federal funds and
to facilitate program management, Federal agencies have
developed their own grant information systems. Data on
Federal financial assistance to State and local governments
and other parties is entered into these systems. Federal
officials recognize the importance of prompt, accurate
accounting of Federal funds. Therefore the grant informa-
tion systems within the Federal agencies are reasonably
accurate. Most Federal agencies devote considerable re-
sources to refining and developing their information systems.

Agencies that provide large amounts of financial as-
sistance, such as the Department of Health, Education, and
Welfare (HEW) and DOL, told OMB that their internal information
systems could readily be used to provide grant award data
to the States. Several years ago these agencies sought
OMB's permission to provide the data on the SF 240 directly
from their automated information systems, but their requests
were denied. OMB felt that, under the proposed procedure,
grant information would not be uniform. However, OMB did
not investigate the development of a uniform reporting
format for grant award notifications based on the agencies'
systems, although it was authorized to do so.
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Public Law 89-306 enacted in October 1965 provides
for the economical and efficient ecouisition, operation,
and use of automatic data processing equipment by Federal
agencies. Citing this as its authority, OMB issued Cir-
cular A-86 on September 30, 1967, to begin a program for
standardizing date elements and codes used in Federal
cemputer-based information systems in order to achieve a
high deqgree of uniformity among Federal data systems.

Thus, OMB could have tried to develop & standard
format for reporting grant awards, enablinag the Federsl
agencies to provide eward data on a direct printout from
their internal systems.

The standardization of grant data within the agencies’
systems would facilitate uniform reporting on grant awards,
Standardization shculd be OMB's and the agencies' long-range
gpal. Meanwhile, grant data needed by States is either al-
ready included in, or could be added to, the Federal agen-

cies’ information systems.

The following chart, showing the data elements on the
SF 240, indicates those that are currently included in the
Federal agencies’ systems. ©Officials of the Federal agen-
cies generally agreed that the missing elements could be
added to their systems.
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The information systems of the major Federal grantmaking
agencies contain most of the data reguired for the SF 240s.
Further, the individual systems contain much more data not
required for the SF 240s. Although each system has a unicue
format, agency officials said they cen change the formets
of grant information reports because they designed them.

Federal reports on financial assistance

Using agencies' internal information systems as a source
of data for external reportinag on Federal assistance is an
established practice. A number of reports are nublished
periodically by Federal agencies. Some concern the financial
assistance programs of individual agencies; others deal with
all Federal financial assistance.

Reports of individual Federal agencies

Several Federal agencies prepare revorts on their finan-
cial assistance to State and local governments and to others.
For example:

--HEW publishes semiannually a report entitled "Financial
Assistance by Geographic Area" for each of its 10
regions. The report provides data on financial assist-
ance provided by BEW. The report shows the component
of HEW that awarded the grant; the Federal funds in-
volved; the recipient and its location; and the number
and title of the grant vprogram involved, as contained
in the Catalog of Federal Domestic Assistance. Data
for the report is obteined from the accounting systems
of the individual HEW compbonents.

--EPA publishes cguarterly an “Awards Register.
Grant Assistance Program" that lists grants made
for water, air, and solid waste programs. The list
shows the recipient and its location, program area,
grant number, and amount of award.

~~QEQO submitted monthly reports to each State Economic
Opportunity Office on arant awards made to organiza-
tions in the States.

Consolidated Federal agency reports

Two major reports provide summary information on Federal
financial assistance to State and local governments.

“"Federal Outlays" is prepared annually by OEO in ac-
cordance with OMB Circular A-84. This report contains summary
information on all dollar outlays, ircluding administrative
axpenses, of executive branch agencies of the Federal Government

26



for each State, county, and city having over 25,000
people.

A typical city summary in a "Federal Outlays" report
provides information by Federal agency, Federal program area,
and Federal funds. For example, the fiscal year 1973 revort
shows for the city of Honolulu that OEQ made grants totaling
$325,995 for community action progrsms. The number of grants
and the identity of the recipients are not identified. Similar
information is provided in the State and county summaries.

The data for "Federal Outlays" comes from the Federal
agencies' internal information systems and agenerally repre-
sents Federal funds obligated rather than actual expendi-
tures.

"Federal Aid to States" is prepared annually by the
Department of the Treasury in accordance with Treasury
Circular 1014. The report contains summary data on Federal
aid to State and local governments but, unlike "Federal
Outlays," provides no datas on Federal grants to individuals
and private institutions in the States. Also excluded are
Federal agencies' administrative exmenses, awards for basic
research, and certain other Federal pavments.

“"Federal Aid to States" does not list governments below
the State level; only a total for the State is given. Also
Federal activities are not listed by oroaram but are grouped
into broad functional areas. As in "Federal Outlays,” the
number of grants and the identity of the recipients are not
listed. For example, the 1973 report shows that OEO made
grants totaling $2.8 million to recipients in Hawaii for
community action programs.

The data for "Federal Aid to States" is obtained from
the Federal agencies' information systems and is on a cash
payments basis.

CONCLUSIONS

Federal agencies have not consistently furnished States
with complete, accurate, and timely information on grants-—in-
aid provided to States and their political subdivisions. Some
States have used the Federal data to analyze the impact of Fed-
eral assistance and to make reports in spite of the data's
shortcomings. Other States have been reluctant to do so because
the unreliable data would cause users to lose confidence
in the States' information systems.

OMB attempted to improve the data reported to States
by Federal agencies but, since the transfer of responsibility
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for implementing section 201 to the Treasury Department, no
further efforts have been made. Because most of the data
errors and omissions were attributable to human error, the
opportunity for further improvement of the system is limited.

The major Federal grantmaking agencies have developed
internal grant information systems that contain much of
the data needed by the States. Grant award data could be
provided to States directly from aaencies' internal informa-
tion systems rather than on the manually prepared SF 240s.
Federal agencies' internal information systems would also
be the most practicable way to report additional grant award
actions as recommended in chapter 2.

With the transfer of administration of section 201 to
Treasury, OMB may have underestimated (1) the need for
coordination among Federal agencies to provide States with
full grant award information and (2) the interrelationship
between this function and the recuirement for review and
comment on applications for Federal assistance under OMB
Circular A-95,

RECOMMENDATIONS

We recommend that OMB evaluate new methods for aivina
States grant award information. A system should be developed
that would not greatly increase the work of vrocessing appli-
cations for Federal assistance and would minimize the risk
of human error.

OMB should cconsider, as an alternative, using agencies®
internal information systems as a means of meeting the require-
ments of the act.

Because of the need for greater emphasis on coordinat-
ing and monitoring Federal efforts to provide grant award
data to States, we also recommend that OMB consider reassum-—
ing responsibility for administering section 201 of the
Intergovernmental Cooperation Act.

AGENCY COMMENTS

OMB has undertaken a review of improved means of providing
Federal assistance data to State and local governments.

OMB cautioned, however, that the proposed alternative
of using the agencies' internal information systems must be
accompanied by the standerdization of operational instruc=-
tions, reporting procedures, and formats. OMB believes that,
rather than alter the agencies' information systems, agencies
may prefer the current SF 240 process with improved compliance

28



monitoring. Notwithstanding, OMB emphasized that the
fundamental issue not to be obscured is the integration of
the award notification mechanism into agency orocedures
coupled with effective compliance monitoring.

We recognize that the standardization of grant data
within the internal information systems may be a lona-term
effort but consider it most essential for effective report-
ing. As noted in the report, Public Law 89-306, enacted in
1965, reguires such standardization and in 1967 0OMB issued
Circular A-86 to achieve this goal. However, OMB and the
agencies have not made sufficient effort to imolement Cir-
cular A-85. We believe that, as agency systems are rede-
signed, standardized information should be incorporated and
in the interim the SF 240 process would have to be used with
improved monitoring.

The standardization of data in agencies systems should
enable them to meet multiple information needs--those of the
States, the Congress, OMB, GAO, and others. To establish a
new system for providing information each time an information
user is identified results in competition with the existing
system, nonconformity of data, and dissipation of resources.

OMB stated that it will seriously consider the responsi-
bility for admininstering section 201 of the act along with
improving coordination with Federal agencies on meeting the
act's requirements.

OMB also recognized the need for exercisina overall

leadership and coordination but stated that implementing
the Circular reqguired agency leadershio and suvport as well.
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CHAPTER 4

OBSERVATIONS ON THE

REGIONAL GRANT INFORMATION SYSTEM

OMB and the Federal agencies have made two major efforts
to develop a system for providing information on Federal grant-
in-aid awards to State governments. Both efforts were limited
by the inability of the Federal agencies to provide complete,
accurate, and timely grant award data as discussed in chap-
ter 3.

FEDERAL AID CONTROL SYSTEM (FACS)

An early effort to develop specific and consistent proce-
dures for the flow of Federal assistance data was undertaken
by OEO in 1970 under FACS. FACS was a computerized system
developed by Louisiana and OEO. FACS had two purposes:
(1) to facilitate the monitoring and coordination of selected
applications for Federal assistance during the application
process up to the time of receint by a Federal agency and
(2) to monitor all Federal grants awarded in a State to deter-
mine the amounts, purposes, Federal programs involved, and geo-
graphical areas where there would be impact.

Data on applications for assistance was to be obtained as
part of the review and comment process prescribed by OMB Circular
A-95, and data on awards was to be obtained from Federal agencies
using the SF 240. Together, the two processes were to provide
States with information on the flow of applications from time
of decision to apply for assistance to final award.

FACS, at different times over a period of several years,
was adopted by 37 States with OEO assistance. Though the
FACS concept was kept intact, the configqurations of the
computer systems for each State necessitated changes in
the software before the system could become operational.
Major technical problems and declining OEO resources caused
dissatisfaction with FACS, but again the principal complaint
was the uncomprehensive and often inaccurate information
provided to the States by the Federal agencies.

REGIONAL GRANT INFORMATION SYSTEM

OMB and several States, in an effort to improve the flow
of data through the process of obtaining Federal assistance--
from proposal to grant award--developed REGIS. As in the case
of FACS, REGIS relied on data to be obtained from two separate
sources. Data on applications was to be obtained through the
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review and comment process of OMB Circular A-95, and data
on grant awards was to be provided by Federal agencies.

REGIS differed from FACS in that it was designed to serve
the needs of Federal Regional Councils as well as the needs
of the States. REGIS was operated by the Councils; FACS was
operated by the States.

A 1971 OMB survey of the information requirements of
Councils identified a need on the part of Federal regional
directors for an information system to provide a basis for
specific discretionary grant decisions and more systematic
interagency and intergovernmental coordination. The May 30,
1974, OMB final evaluation of REGIS concluded that, as the
system had evolved during the pilot test in the Boston and
pallas Federal Regions, its responsiveness to individual
regional agency needs had been marginal in most cases.

REGIS, as it evolved during the pilot tests, was to
facilitate State and local planning by providing information
to a State and its local governments on funds that had been
requested and those that had been received from Federal
programs covered under OMB Circulars A-95 and A-98. After
the test, the Under Secretaries Group for Regional Operations
(USG) decided to expand REGIS to all 10 Federal regions.

CHB was working toward expanding REGIS when, in October 1974,
USG rescinded its decision.

Our review included the two Federal regions where REGIS
was pilot tested. Although we did not assess REGIS in depth
as it was being tested, we saw problems with the completeness
and accuracy of grant award data provided by the Federal agen-
cies.

For example, we analyzed a January 1974 REGIS report on the
status of applications and grant awards for the Commonwealth of
Massachusetts and discovered 137 applications that had been
received by the Federal agencies but not reported to REGIS.

We also discovered 73 grants that had been awarded but not re-
ported to REGIS.

REGIS, like FACS, did not use, as a data source, the
internal grant information systems of the Federal agencies.
In the two test regions, a special form, Regional Office
Form 18%, was used to report data on applications for Federal
assistance. Because the form also provided for reporting on
grant awards, the SF 240 was not used. However, neither form
was an essential part of the standard package of material used
for grant applications by applicants and Federal agencies.
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Most Federal agencies have devoted considerable time and
resources to developing internal grant information systems
using data obtained from grant applications and related agency
documents. Agency officials stated they did not use data from
the REGIS form or REGIS reports because they believed that their
internal systems provided sufficient data to meet their needs.
As a result, the REGIS form provided data for REGIS and grant
applications and related agency documents provided data for
agencies' internal systems. In our opinion, REGIS
would have remained independent of the internal informa-
tion systems of the Federal agencies.

CONCLUSIONS AND AGENCY ACTIONS

USG's decision to expand REGIS nationwide represented
a Federal Government commitment to assume responsibility
for providing information to State governments on applica-
tions for assistance and grant awards. We concluded that,
as long as REGIS remained independent of the agencies'
internal systems, the agencies would continue developing
and using their systems while devoting limited effort to
developing and using REGIS.

We proposed that OMB study the relation between
REGIS and the Federal agencies' internal information sys-
tems before major resources were committed to REGIS ex-
pansion.

By letter dated November 7, 1974 (see app. II), OMB
stated that USG had decided to terminate the pilot tests
of REGIS because of our comments and the inability to
obtain a firm commitment from the Federal agencies on
financing. The annual cost of REGIS was estimated to be
at least $2.7 million.

With the termination of REGIS and until alternative
grant award notification systems are studied and imple-
mented, OMB, Treasury, and the Federal agencies will
have to increase their monitoring of agency compliance
with the present SF 240 grant award notification process.
However, as agency systems are redesigned, provision
should be made for incorporating standardized informa-
tion in them.

RECOMHENDATION

We recommend that OMB consider the use of agencies'
internal systems to implement the REGIS concepts.
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AGENCY COMMENTS

OMB agreed to study other means, including internal
agency systems, to provide grant award data to State and
local governments. OMB initiated this study in December
1974. OMB and USG agreed that one aspect of the study
will cover agency compliance problems with the present
grant award reporting process.
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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET

WASHINGTON, D.C. 20503

December 31, 1974

Mr. Victor Lowe, Director
General Government Division
General Accounting Office
441 G Street, N. W.
Washington, D. C. 20548

Dear Mr. Lowe:

Enclosed is the Office of Management and Budget's con-
solidated review of the draft GAO report, "States Need,

But Are Not Getting, Full Information on Federal Financial
Assistance." The report was widely distributed among
Federal agencies, Federal Regional Councils, State Central
Information Reception Agencies, State and areawide clearing-
houses, and public interest groups. The consolidated review
attempts to reflect major areas of consensus among the
respondents. GAO is, of course, welcome toc examine the
written reports that we received.

Vincent Puritano, Deputy Associate Director for Inter-

governmental Relations and Regional Operations, and his
staff are available to discuss the draft report and our
response at your convenience.

We look forward to your final report.

Sincefrely,

Paul H. O'Neill
Deputy Director

Enclosure
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OMB CONSOLIDATED REVIEL OF 'T00 DERLTT 0 ORT

"STATES NESD, BUT ARE NOT GRUTII G, PULL THYOLLATTON Ol TWDERAL

FINANCTAL ASSISTALCLT

I. GENERAL REMARKS

2 3

The draft Report was distributed widcly to Federal dcopart-
ments and agencies, to Federsl Regional Counclils (FRCs), ana
through them to all State Cenuiral Information Recention Aren-
cics (SCIRAs) te State clesringchouses where different [ron the
SCIRA's, to a sampling of areawide clearinghouscs and to major
Public Interecst Groups representing State and local governments
There was a broad consensus that the Report focused attention
on the principal shortcomings of one of the major channels of
intergovernmental information flowu.

Recommendations dealing with universal program coverage
and an evaluation of other methods of providing avard informa-
tion drew the most comment. Therc vas gencral support for the
recommcndations, but some Fedecral agency respondents had reser—
vations aboutl universal program coverage on the basis of desir-
ability and/or workload impact. (See comments below for Tur-
ther detaiis.) There was also concern expressed, particularly
by FRCs and SCIRAs, that an assessment ol alternaitive methods
of providing information rccognize the necd for a minimum but ir-
reducible level of standardization in reporiing as well as the
relationship of TC 1082 to other interpoveramental information

media (A-9Y5 and TI+C 74-7).

BEST DOCUMENT Avas HLABLF
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" T TN NI S P R oreT, N T s
1. COVmIERS CH TTW RECONITIDATIONS

A. Program Coverage

The firct ccction of the Report describes the problem

ol confusion and vncerteinty con the part of Federal agencies,
SCIRAs, and others about the cxtent ol program coverage. As

a result of this uncertaint;, States arec not getting all the

Fedsral assistance data they need. The Report recommevds at-
tacking thiz problem by reqgulring Federal agency reporting cn
all financial assistence provided.

SCIRAs and IFRCs were virtually unanimous in supportviag the
proposcd expansion of coverage. A number of Federal agencics
also agreed. Illowever, some Federal agencies, while sympathi-
zing with the need for improvementcs in the Clrcular, opposed
universasl program coverage. This oppositilon was based on two
Tactors—--the intent of the Intergoverrnmental Coopcration Act

and adverse workload impacts.

The Trntent of the Act. It seems gquestionable that re-

porting on awards for certain types of Federal financial assis-
tance relates directly to the Act's goal of providing timely and
accurate awerd information as a means of facillitating sound plan-
ning and budgeting at the Btate level. Thus, certain payments to
individuals for personal betterment (e.g., education, individual

home loan guarantecs) o or ecconomic betterment (e.p., business

insurance, farm loons) may, in ithe agercgate, be relevant to

“tate planaing and budeeniys, but the provision of reports on

37 BEST DOCUMENT AVAILABLE
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came to less than 1000 grants In ¥Y 1074, bLue Lhe Loval numbor

-

of" grants made by the Foundaation in that year was 1,389, The
apeney estimaced that expanded coversge would reqguire
stantially increased staffing.”

The assumptilon underlying these impact estimestes may be
that the notlfication process as currcenitly prescribed by TC 1082
would be substantially unchanged. The Report recommends elsevhere
that a study be undertaken to assess alternative mecons of pro-
viding this information to Statcees, and ihat any alternative chosen

Dl

L-J .

should rnot have an advesrse workloosd impact. Thus, it 1s pose

[

that these objections can be overcome with the completlien of thc
rocommended study.
OB View. OMB concurs in the Report's recngnitlion of the

need of States Tor more complete information on Federal assistance

.
r‘)

decisiona. We support the expansion of program coverage along
the general lines recommendced by the Report, but we also belicve
that the caveats described above on universal coverage and work-
load impact have force and should be asscssed before cxtending
coverage to all Federal financlal assislance programs without
exception.

The Report recommends in a subsequent section that OFB
undertalie a study to assess alilcrnative means of providing award

(s

information Lo State governments.  Such a study would provide

~

the vehicle Lo resolve {he probiems of program expansion described

BEST DOCUMENT AVAILABLE
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e

above and to deterinine how that expansion can best be achieved.
Conseguently, lmplem:ntation of the Report's recommendations

for legislative amendments or for interim administrative in-
structions from OMB would seem premature prior to the complietion
o' the suggested study.

We would also raise one other point, not specilically dealt
with in thc Report, concerning the language of Section 201 of
the Act which mentions only State ertities as recipients of
Federal assistance informetion. Some IFRCs, local governments,
and arcawide clearinghouses who commented on the Report noted
the need [or such information by sub-State Jjurisdictions. The
Report indicates that some States did not pass award information
to political subdivisions because of concern about data quality.
Since improvement in data gquality may not automatically result
in passthrough of award information, we would suggest that the
recommendcd study to determine means of improving flow of infor-
mation should also address the issue of how that information can
be most effectively made available to sub-State jurisdictions
which reguest 1t.

B. Study of Alternatives

The next major section of thce Report recommends that OMB
evaluate other methods of providing States with grant award
information. It stipulates that any system develored should
not incrcase the normal Federal worliload and should provide

Stater with complcetc and oncurate data Iy owinimicing (e

BEST DOCUMENT AVAILABLE

40



APPENDIX I

sotential for humon errors. In thiszs rovicw of alternatives

2

-

~

the Report recommends giving particular attention to the use
ol apgencies' internal information systems. This recommendatilon
received general concurrence from the respondents including a
number of Yederal agencies which saw significant advantages
in using agency systems to meet notification requirements.
Most FRCs and SCIRAs emphasized, however, that utilization of
apeneiest internal information systems must be accompanied by
a standardization of operational instructlions, reproriing pro-
cedurces, and Tormats.

We would point out that onc of the initial rcasons for
develeoping the Regional Grant Information System (covered in

the succecding section) ws

1971
jab]

recognition that the limitations
of existing apency systems made it extremely difficult to provide
Federal aild daota to State and local governments in compatible
forms without significant changes in those systems, which agencies
were reluctant to make. If the proposed assessment of alternatives
results in recommendations for systems changes, 11 is possible that
ageneies may consider the current SI' 240 process with improved
compliance monitoring preferable to altering information svstems
which were designed primarily to meet internal agency needs.

In addition to the issues described 2bove, the study recom-
mended by the Report should address the following points as well:

o Trade-offs. The use of inteornal agency systems may

ol'f'er move complete information, wider program

coverane, and a highor deprec of ccocuracy; galning

P -

I
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these advantages, howsvor, noay recuire chsnging

the reguircment that individuzl anard acetions be
reported within 7 dayg in favor of monthly sumnarics
of agency actions.

o Varying capabilities. Agency cystems vary in ceontant,
capability, aud sonhisticatior. The ability of smaller
agencien to produce award infomnation in the derired
formats may depend more on manual preparation thaon com-
puter based sysltenc.

o Apgrepation. As dindicated corlicer in the discusasion

Cizons, aggregacs, sumnmary

E

on awards to individual ci
data may be nore urpropriate ror ceriasin categorices
of assistance.
¢ State capabilities. The differcnces in inrormaliocn
proccsesing capabilities from State to State will affect
the form in which they can mont effectively utilize
information.

We would caution, therefore, that the asscssment recommended
in the Report will involve considerable complexitiies. Turthermore,
these complexities should not obscure the fundanccnceal issue,
which is not simply the adequacy or inadequacy of the SF 240 or
any alternative rnotification mechanism, bub rather the inte-
gration of that mechanism inlo apency bprocedurcs coupled with

effective compliance monitoring.
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OMB anpvecs that we should undcortake a review of improved means

to provide Federal aid data to State and local governments.

C. The Regionel Crant Information System (REGIS)

The Report recommsends that OMB study the relationship
between REGIS ard agencies' internal information systems with a
view Lo evaluating use of these systems to implement REGTS con-
cepts. ONDB Associate Director Robert Marik's letter of lovember
7, 1974, 10 Victor Lowe of° GAO reported that the Under Secre-
taricc CGroup decided at their October 24, 1974, meeting to
terminate the pilot tests of REGIS beccause of inability to

N

obtain o firwm commitment on {inancing the expansion of REGIS
[« s 3

',_.J

=2nd because GAO's reconmmendations on REGIS in this Report and theo
companion Report cn OMB Circular A-95. The Ma:ik letter also
noted that OMB prorosed to undertake a review of agency com-
pliance with TC 1082 recuirements as well as other issues.

liany FRCs and SCIRAs noted the cancellation of RUGIS
with regret. These respondents pointed out that REGIS was not
attempling to capture "historical" data only (i.e., award actions)
but rather to track the broader Federal award process from intent
through decicion. Some arsued that knowledge of intent to apply

Iy

and of apwlications in ¢ht pipeline is more significant for plan-

ning and budpgeting purposec than what has alrcady happened.
M thoupgh REGIS has been terminated, the intergovernmantal

information problewm remains. We belliceve that we should utiligze
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existing mechanisms to atlack that probliem mere offectively and

o

in a morce coordinatced foshlon. Three tools which lend themselivesn
to the kind of coordinated inteorgovernmental inTovmation tlov
described by States and FRCs are the A-0S notifljcalion of intent
and feedback reguiremsnts, the coversheet which is part of the
standardized application proccdures specified by Federal Mancge-
ment Circular 74-7 (formerly ONMB Circular £-102), and the notifi-

cation process cf TC 1082.

ct
4

In connectlion with underscoring the nced to coordina

)

Lities of these intergovernmental infornation mechanisns

=

the capsb

al

nuwber of FRCs and SCIRAs urgcd that particuvlar attention be

oy

devoted tou the retention of the RO 189 form develoned for RECIS.

Based on experience on using this rorm, these rcspondenis reiu

that 1t deserves ccnoldcration as a way to standasdize al |

o

part of the interrovernmental information flow and that it reacily

lends itscell to automated data processing should States so desire.
OMB concurs in the perception that A-05, TC 1062, and

FiIC 74-7 should not be considered in isolation but rather that

positive linkages should be sought. Corscquently, at the Under

Secretaries Group meeting on October 24, 1974, during which the

w

d

o
Q

USG decided upon the cancellation of REGIS, OMB discus

plans to initlave a study which would not only address the

[N

guestion of better compliance with TC 1082, but wourld also in-

vestigate the possibilitics of Lying tossthor the informational

(] Pl
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2 yr

aspects of FHMC 7h-7 coverssheeus,

1™

I¢ 1662 reports and agency
notifications of action to clcarvinghouses requlraed by A-95.
As a part of this study, the usce of the RO 189 form to achieve
coordination andéd integration ol informatlion mechanisms will be

speeifically addresscd. The

]

study plan also envisions further
actions involving nccessary Clrcular revisions, program coverage
expansion and coordination and other improvenents. The USG agreed
to suppert OMB in this effort.

We will prowvide GAO a copy of our final study plan and
vould appreclate thelir advice and assistance during the course
of this rcview.

D. OMB Assumption of Responsibility

The Report reccommends that OMB rcaossume responsibilivy
for the administration of Section 201 of the Intergovernmenital

Cooperation Act which provides tlie basis for TC 1082 and its

9]

predecessory, A-98. This recommendaticn is based on the rationale
that OMB may have undcrestimated the neea for coordination of

the efforts of Federal agencics to provide full grant award in-
Tormation to States and the interrelationship betwecn this
function and the system for rcview and comment on applications

for Federal assistance under OMB Circular A-95. The problems
cited in the report on improving coordination with Federal
agencies on mecting the reguircwments of the Interpovernmental
Cooperation Act including the rcsponasibility for Scetion 201

vill be pgiven cepricus connideratbion by OMB.

ST oEAs ATl AVIAN AD
WG DASAATNT AYAI ADI D
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5. Ochaor Comments

B

Without repcating our comments in detall here, we weuld

like to make the same point with relercnce to thic Revort that
we did in our draft revly to the draft Report on A-05, numely,
that responsibility for implementing TC 1082 is an interagency
and intergovernmental cooperative offiort which is not OI'R's op
Treasury's alone. OMB recopgnizes the need for exercising overall
leadershin and ccordination but implementation of the Circular
and the law from which 1t derives requires agency leadership
and support as well.

We are encouragecd by the interest of GAO in stirenpgthen-

ing the effectivcness of this intergovernmentzl mechanism

[oN

andé look forward to its conlinuing cooperation and susport.

In this regard vie would again suggest that, as with A-$5, GAO
consider includiog surveillance of apency compliance with TC L0c2
notification requirements as part of its regular Federal zgency

program audilt procedures.

[See GAO note.]

GAC note: Deleted comments refer to material contained in
the draft report which has been revised or which
has not been included in the final report.
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EXECUTIVE OFFICE OF THE PRESIDENT
i Lﬁﬁ OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

RV 1

Mr. Victor L. Lowe

Director, General Government Division
General Accounting Office

441 G Street, N.W.

Washington, D.C. 20548

Dear Mr. Lowe:

During the past few months, we have received two draft GAO
reports on OMB Circular A-95 and Treasury Circular 1082 re-
spectively. Both reports contained specific comments on the
Regional Grant Information System (REGIS) including a recom-
mendation that a review of agency internal information systems
be completed before any major commitments of resources for
expansion of REGIS.

At the October 24 meeting of the Under Secretaries Group, we
discussed these and other problems related to expansion plans
for REGIS and concluded that in light of the inability to ob-
tain a firm agreement on financing as well as GAO's comments,
the pilot tests should be terminated. A copy of the high-
lights of the meeting is enclosed for your information.

The USG also agreed to support a proposed OMB review of agency
compliance problems with notice of grant award reporting and
the opportunities for more extensive use of internal informa-
tion systems to provide such data to the States. We will con-
tinue to work closely with your staff in developing plans for
this review.

As you know, we are in the process of reviewing the entire
draft report on Treasury Circular 1082 and expect to have our
comments to you shortly.

Sincerely,

¢

Robert H. Marik
Associate Director for
Management and Operations

Enclosure
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EXECUTIVE OFFICE OF THE PRESIDENT

5%2%? OFFICE OF MANAGEMENT AND BUDGET
X, ""*“"‘/ WASHINGTON, D.C. 20503
Nov 1 974

MEMORANDUM FOR THE UNDER SECRETARIES GROUP

Subject: Decision on the Future of the Regional Grant
Information System (REGIS)

At its meeting of October 24, 1974, the USG reluctantly came
to the decision that it will not be possible to proceed with
the original plan for the expansion of REGIS, as adopted at
the meeting of June 20, 1974. Three factors combined to lead
to that conclusion:

© It had not been possible to reach final agreement on
the provision of financing in FY 1976 and thereafter
required for the expansion of REGIS. 1In the USG's
June 20 discussion on REGIS, the concept of seeking a
direct appropriation for FY 76 and beyond in a lead agency
(GSA was recommended) had been endorsed by the USG. How-
ever, OMB had determined that such an approach runs counter
to the existing policy of financing such programs through
user fees levied on Federal agencies. Moreover, the
participating Federal agencies could not give firm com-
mitment to provide such funds in FY 1976 and thereafter.

° The General Accounting Office (GAO)} had issued draft
reports on A-95 and TC 1082 (A-98), both of which ex-
pressed serious reservations about the commitment of major
resources to REGIS without further study of the relation-
ship of REGIS and Federal agencies' internal information
systems.

° A major tool of the President's top priority attack
against inflation is strong restraint on Federal ex-
penditures, including reductions in outlays previously
planned as well as deferring new initiatives.

The USG still holds strongly, however, to many of the original
objectives of REGIS, which were to develop the capablllty to
provide current financial information about ongoing Federal
domestic assistance programs to State and local officials, Fed-
eral Regional Councils and the Congress. The USG agreed to
support an upcoming OMB study to determine other means of ad-
dressing the need for improved intergovernmental information
flow including more systematic compliance with existing
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requirements. The study will be completed by March 31, 1975,
and will include the following considerations:

-]

Federal compliance with the requirements of A-95 and TC
1082 requires substantial improvement. The study should
focus on ways and means to improve the flow of information
required by these Circulars and compliance with the basic
procedures established for each.

The overall objectives of REGIS as a means of improving
intergovernmental information flow on federally assisted
projects are valid. Therefore, a second feature of the
study should be an analysis of ways to achieve such needed
improvements through other means including more extensive
utilization of internal agency project information sys-
tems, development of improvements in project data standards,
greater compatibility among agency project data systems,
more timely dissemination of data, and the capability of
consolidating individual agency reports for specific geo-
graphic or functional cross-cut reporting.

FRCs and State and local governments should be consulted
during this study because of their role in the development
of REGIS, and the FRCs' continuing responsibilities for
A-95 and intergovernmental coordination.

Satisfying congressional needs including geographically
based Federal aid information as required by the Legisla-
tive Reorganization Act should be covered. REGIS was in-
tended to satisfy some of these needs and viable alterna-
tives should be developed.

As a result of the decision by the USG, the REGIS pilgt centers

in Boston and Dallas will be terminated
but no later than December 31, 1974. .-

soon as possible,
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